Islamic banking: a study in Singapore 


Philip Gerrard 

Division of Banking and Finance, Nanyang Business School, Nanyang 
Technological University, Singapore 
J . Barton Cunningham 

School of Public Administration, University of Victoria, Canada 


Establishes that, in Singa- 
pore, which has a minority of 
Muslims in its population, 
both Muslims or non-Muslims 
are generally unaware of the 
culture of Islamic banking. 
Also the two separate groups 
have different attitudes 
towards the Islamic banking 
movement, with the degree of 
difference depending on the 
nature of the respective 
matter putto them. For 
example, when asked what 
they would do if an Islamic 
bank did not make sufficient 
profits to make a distribution 
in anyoneyear, 62.1 per 
cent of Muslims said they 
would keep their deposits 
within the Islamic banking 
movement, while 66.5 per 
cent of non-M uslims said they 
would withdraw their 
deposits. In relation to bank 
selection criteria, there was 
general accord as between 
Muslims and non-Muslims on 
the rating of the various 
criteria. Five significant 
differences were noted, the 
most relating to " being paid 
higher interest on savings" . 
The desire to be paid higher 
interest was far stronger with 
non-Muslims. 
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I Introduction ~ 

Wh i I e th e amou nt of pu bl i sh ed i nfor mati on 
concer ni ng Islami c banking princi plesand 
their appl i cati on in Muslimcountriescontin- 
uestogrow, relatively littlerelatestothe 
application of thesame princi ples in coun- 
tries which havesmall populations of M us- 
I i ms. Thi s gap wi 1 1 possi bly narrow over the 
yearsasMuslimbankingbecomes even more 
internationalized andforms partof the finan- 
cial scenein thosecountries i n which M us- 
lims are i n the minority. 

Onecountry, which has a minority of M us- 
lims i n i ts popul ati on , i s Si ngapore. I n the 
1990census, therewereabout 350, 000 M us- 
lims in theresident population of some2.3 
million. Even though there i s such a small 
number of Muslims living i n Singapore, i t i s 
possi bl e th at I sl ami c ban ki n g w i 1 1 be i ntr o- 
duced into thecountry in thenottoodistant 
future. This possi bility arises for two main 
reasons. First, neighbouring Malaysia and 
Indonesia havealreadysuccessfully i ntro- 
duced Islamic banking into their financial 
servi ces sector. As Si ngapore i s a major 
provider of financial Services i n South East 
Asia, to competefor Muslim sourced deposits 
on an equal basis would requirelslamic 
bankingto be madeavailablein Singapore. 
Second, Singapore's Finance Mini ster, i n 
mid-J unel994, announced thatcommercial 
banks[l] would bepermitted, if they felt it 
was viableto do so, to set up an Islamic bank- 
ing oper ati on. 

Therearea rangeof matters which any 
local bank wi II haveto consider i n deciding 
whether to start up a local I slamic banki ng 
operation. While, possi bly, all or almostall of 
Si n gapore's 350,000 M u sl i ms wou I d su pport 
any I slamic banki ng oper ati on, that number 
of potential customers may be consider ed as 
beingtoo small for a viabl e operation, espe- 
cially if several banksdecidetoenter the 
market. I f the number of resident M uslims i s 
consi dered to be too smal I to create a vi abl e 
operation, local banks may wish toestablish 
if non-Muslims view Islamic banking in a 
positiveway and, if so, establish thelikely 
support which they would give. 

Thecomments and observations above 
raisea number of guestions. For example, in 


countri es where M usl i ms are i n the mi nori ty; 
first, "to what extent are local peopleawareof 
thecultureof Islamic banking?"; second, 
"what i s the atti tude of I ocal peopl e towards 
Islamic banking?"; and third, "what are the 
bank selection criteria of local people?" By 
sampl i ng both the M usl i m mi nori ty and the 
non-M uslim majority in such countries, 
appropri ate compari sons can be made. 

A n swer s to th ese q u esti on s sh ou I d pr ove 
invaluabletoany bank which i s consi dering 
setting upan Islamic banking operation in a 
country which hasasmall population of Mus- 
lims. 

Immediately following thi s introduction, 
there i s a revi ew of the perti nent I i teratu re, 
this covering thecultureof Islamic banking, 
attitudes towards I slamic banki ng and the 
bankselectionprocess.Then.theobjectives 
of th i s stu dy ar e I i sted andanexplanation 
provided of themethodology that was used. 
Theresults arethereafter presented, followed 
by conclusionswhich, amongother things, 
contai n general comments about theresults 
obtai ned. The present research produced a 
number of interesting ideasfor future studi es 
andthesearedescribed in thefinal partof 
this paper. 


I Literature survey * 

A review of theliteratureestablished an ideal 
reference sou rce of mater i al s and research 
writings concer ning Islamic Banking, even 
though this merely covered thedecadeof the 
198Qs (A I i andAli, 1994). Usingthis and other 
i nfor mati on sources, itwasfoundthata 
rangeof publ i shed i nfor mati on wasavailable. 
Theinformati on was i n theform of PhD dis- 
sertations (El-Bdour, 1984; Khan, 1983), books 
written by leadingacademicsand practition- 
ers (e.g. Homoud, 1985; Shirazi, 1990), pub- 
I i shed research i n the for m of reports (e.g. 
Ahmad, 1987; lqbal and M i rakor, 1987) and 
journal articles (e.g. Erol and El-Bdour, 1989; 
Erol dtal., 1990; Shook and Hassan, 1988; and 
Sudinetal., 1994). 

Rel evant parts of the above i nfor mati on 
sources, plus perti nent material from other 
sources aredescribed in thethree-section 
literature survey bel ow. I n the first secti on, 
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thecultureof Islamic banking i s described; i n 
thesecond section, attitudes towards Islamic 
banks arereviewed; and, i n thethird section, 
bank selection criteria aredescribed. 

The culture of Islamic banking 
TheQur'an (Koran),theMuslims' Holy Book, 
expli citly deals with economic-related 
matters and how they apply i n Islam. The 
Sharia'h, this beingthe Islami c law of human 
conduct, i s derived from the Qur'an. The 
Sharia'h prohibitswhatiscalled "Riba" (i. e. 
payment over and above what has been lent - 
which causes the payment of i nterestor 
usury to bea wrong). What the Sharia'h does 
not prohi bit i s profit acqui red from a tradi ng 
activity, thereasoning behind this posi tive 
stance bei n g that there i s a r i sk of loss 
involved in any trading activity. With Riba, in 
theory, thereis no risk of loss. For example, 
with a conventional fixed-term deposit, all a 
depositor hastodoiswaituntil thematurity 
dateofthedepositcomesalongand, if the 
mandate that he or she gave to the bank was 
for the repaymentof Capital and interest, that 
i s what the deposi tor wi 1 1 get back (i n 
essence, placingmoniesin atraditional fixed- 
term deposit i nvolves no risk). 

Becauseof Riba, Islamic banks havehad to 
develop financial products which arenotin 
conflict with the Sharia'h. This has resulted 
i n tradi tional deposit and lending products, 
which aremadeavailableby whatcan be 
called "conventional" banks, being restyled 
so as to satisfy theSharia'h.Thetask has 
been achieved by creatinga number of special 
financial products (Ali andAli, 1994). With 
each of these products, theparties (i.e. the 
deposi tors and theborrowers) can beconsid- 
eredasoperatingin a partnershipto which a 
risk i s attached. Both will receivea rateof 
return which is based on performance- 
rather than pay i nterest or recei ve i nterest at 
a pre-determined rate.Thefour types of prod- 
uct[2] are bri efly descri bed below. 

Thefirst product is called "Ijara" and 
i nvolves a bank purchasingan assetand 
I easi ng i t to a cl i ent. The second product i s 
called "Modaraba" and i nvolves a contract 
beingentered into between an Islamic bank 
and a Client whereby the Islami c bank pro- 
videsall thecapital aclientneedsfor an 
enterprise. The Client receivesa sharein the 
profit as compensation for hisknow-how and 
management. Thethird product i s called 
"M usharaka" and it i s very similar to 
"Modaraba". However, with "M usharaka", 
theclientprovidesa proportion of thecapital 
i n additi on to management and know-how. 
Thefourth product i s called "M urabaha" and 
i nvol ves an I si ami c ban k pu rchasi ng goods, 
or raw materials, or eguipment, or machinery 


or any other itemsof economicsignificance 
from a thi rd party at the request of a cl i ent. 
These "goods" arethen sold by the bank to 
theclienton a spot or deferred payment basis 
atpurchasepriceplusan agreed profit for the 
bank (some authors descri be th i s as cost-pl us 
or mark-upfinancing). 

Attitudes towards Islamic banking 
Partof thestudy of Erol and El-Bdour (1989), 
conducted inj ordan, aimed atestablishing 
theattitudeof local peopl e towards Islamic 
banking. The authors desi gned nineques- 
tionsand/or statements which werepub- 
lished in theappendix of their article. On 
reviewingtheir results, itappears that the 
samplewasasked toanswer each partof 
every question/statement. Theapproach may 
havecaused problems in theanalysis. For, 
with some statements (e.g. see their "ques- 
tions" 3, 5, 7, and 9), respondents wereasked 
to answer by stati ng "yes" or "no" to each of 
thefour prompts, these bei ng I : "strongly 
agree", "agree", "disagree" and "strongly 
disagree"). Itappears that somewho may 
havesaid "no" to the "strongly agreed" 
prompt may havealso havesaid "no" tothe 
"strongly di sagreed" prompt. Irrespectiveof 
this observati on, the authors i nterpreted 
their results and, in so doing, madethefol- 
lowing general comments: religi ous motiva- 
tion di d not appear to play a primary rolein 
bank selection; theopeningof new branches 
was not an i mportant factor i n i ncreasi ng the 
utilization of financial Services provided by 
Islamic banks; while39.4per centof respon- 
dents would withdraw their deposi ts if an 
Islamic bank did not generatesufficient 
profittomakeadistribution in any oneyear, 
30.4 per cent would retain their deposi ts 
because the Islami c bank could distributea 
higher divi dend thefollowingyear; there was 
a belief that Islamic banks were not offering 
suffi ci ent interest freeloans which could 
contributeto solvingcommunity problems i n 
ajustand efficient manner; theelimination 
of pre-determined i nterest rates on loans 
provided for, say, housingconstruction, would 
benefit borrowers; and, if respondents came 
i nto an unexpected sum of money, they would 
predominantly either start a small enterprise 
or project or placethemonies in a profit earn- 
ing investment. 

Becausetheauthorssoughtanswersto each 
part of thei r statements/ questi ons, any com- 
parison of the general comments mentioned 
above wi th the results of the present study 
must betreated with caution. 

Bank selection criteria 
M uch has been written sincetheearly 196Qs 
on thethemeof the bank selection process 
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(see, for example, thepublished arti cl es of 
Anderson etal. (1976); Holstiusand Kaynak 
(1995); Kaynak (1986); Kaynak etal. (1991); 
Larochedt al . (1986), and the worki ng paper of 
Chan (1989)) but, for thepurposesof thepre- 
sentstudy, focuswill bemadeon thepub- 
lished works of E rol and El-Bdour (1989), E rol 
etal. (1990) (because, i n thesetwo studi es, the 
authors compared thebank selection process 
i n relation to "conventional" and Islamic 
banks) and Sudi n etal. (1994) (because these 
authors compared responses about the bank 
selection criteriaof both Muslimsand non- 
Muslims). 

In addition toestablishingattitudes 
towards Islamic banking, Erol and hisco- 
researchers (1989and 1990) soughtto estab- 
lish, then compare, thebank selection crite- 
riaof customer s of conventional and Islamic 
banks i n J ordan . The respondents had to 
sati sfy the researchers cri teri a that they 
should maintain a relationship with either a 
conventional bank or an Islamic bank (i .e. 
they mustnothavehada relati onshipwith 
both types of bank). The researchers' ques- 
tionnairecontained 20 bank selection crite- 
ria. For thosewho patronized Islamic banks 
alone, thethreemost i mportant bank selec- 
tion cri teri a were: "theprovision of afastand 
effi ci ent servi ce", "thebank's reputation and 
image" and "confidentiality of the bank". The 
samethreefactors wereof greatest impor- 
tanceto thosewho patronized conventi onal 
banks alone, butin a differentsequence, the 
sequence being: "confidentiality of thebank", 
"thebank's reputation and image" and "the 
provi si on of a fast and effi ci ent servi ce". 
Thereweresignificantdifferences between 
the patronizers of the two types of bank as 
regards pricing pol i ci es (these being the 
availability of credit on favourableterms, 
lower servi cecharges on chequeaccounts 
and for other Services, lower interest charges 
on loans, higher i nterest payments on savings 
accounts - which were si gnificantly more 
importantas regards thosewho patronized 
conventional banks). Two other bank selec- 
tion criteria werefoundto havesignificant 
differences, these bei ng the need for a wi de 
rangeof Services (thiswas more i mportant 
for thosewho patronized conventional banks) 
andthosewantingfinancial Consulting Ser- 
vices to be provi ded (thiswas more i mportant 
for thosewho patronized Islamic banks). 

Sudi n etal. (1994), among other things, 
soughtto establish therelativeimportanceof 
certain bank selection criteria using a sample 
of Muslimsand non-Muslims, noneofwhom 
had to bepatronizingan Islamic bank atthe 
timeof thestudy.Twenty-six bank selecti on 
criteria werelisted in their questionnaire. 
The respondents I i ved in threemedium-sized 


towns in Malaysia which had a somewhat 
equal distribution ofMuslimsandnon-Mus- 
lims. Thethreemost i mportant criteria i n the 
bank selection process for Muslimswere: 
first, "theprovision of a fast and effi ci ent 
Service"; second, "thespeed of transaction"; 
andthird, "friendliness of bank personnel". 
As regards the non-M usl i ms, the three most 
i mportant ban k sel ecti on cr i ter i a were: first, 
"friendliness of bank personnel"; second, 

"the provi si on of a fast and effi ci ent servi ce"; 
and third, "the reputation and image of the 
bank". 

Published literaturehasbeen sourced 
which explainsthecultureof Islamic bank- 
ing, theattitudeof Muslims tolslamic bank- 
ing in a country where Islami c banking has 
been well developed and the bank selection 
criteria of peoplelivingin countri es which 
have majoriti es of Muslims in their popula- 
tion. 

I Objectives ==== 

The present research, as menti oned i n the 
introduction, isa study of Islamic banking i n 
Singapore, a country which has a minority of 
Muslimsin its population. Moreparticularly, 
the study seeks to establish the level ofaware- 
nessthatSingaporeanshavein relation tothe 
cultureof Islamic banking, theattitudeof 
Singaporeans towards Islamic banking and a 
rankingof thebank selection criteria of Sin- 
gaporeans -and for each part of the study, to 
see if M usl i m responses aredifferent from 
n on -M u si i m respon ses. I n th e context of wh at 
issaid immediately above, thefollowingthree 
hypotheses wereformulated: 

1 Muslims, i n contrastto non-Muslims, will 
bemoreawareof the cultureof Islamic 
banki ng and, as a consequence, be more 
aware of the meaningof fundamental 
terms used i n Islam and Islamic banking 
andfinance. 

2 Muslims, i n contrastto non-Muslims, 
presently havea differentattitude towards 
Islamic banking. 

3 Therewill benosignificant differences 
between M usl i ms and non-M usl i ms i n the 
rankingof thevarious bank selection 
criteria. 

I Methodology " 

Research design 

Survey forms were developed and peoplewho 
wereenteri ng or leavi ng Si ngapore's under- 
ground System (the M RT) were approached 
and asked i f they would beprepared to com- 
pletethequestionnaire. Stations in three 
locations werechosen, namely Bukit Batok i n 


[206 ] 



Philip Gerrard and 
J . Barton Cunningham 
Islamic banking: a study in 
Singapore 

International Journal of 
Bank Marketing 
15/6 [1997] 204-216 


thewest, Bedok in theeastand Aljunied in 
thenorth.Thesedistricts werechosen as they 
notonly had a station on theMRT railway 
line, butalsohad populationsof Muslims 
which wereknown to benotless than the 
n ati on a I per cen tage[ 3] . T h e th r ee d i str i cts 
would also beexpected to producehomoge- 
neousgroups. For, all thedistricts aretypical 
of themajority of Singaporein thesensethat 
thepeopleresidenttherein wholly or predom- 
inantly livein public housing. In rel ati on to 
public housing, accordingto the 1990 cen sus 
publication relatingto "Householdsand 
Housing", 86.2 per centof Singaporean hous- 
ing stock consisted of properti es bui It under 
thegovernment's public housing programme. 
Moreover, the same publication showsthat 
85.9 per centof Singaporeans lived i n such 
residential units. By targetingthethree 
named di stri cts for sampl i ng pur poses, a 
homogen eous group of Si ngaporeans would 
becreated. 

A total of 4Q5formsweredistributed in 
equal numbers, commencingat8.00am, lpm 
and 5pm on a particular Monday, Wednesday 
and Saturday usi ng trai ned undergraduates. 
Distribution took placein a oneweek period 
in theearly partof September 1995. People 
were approached, explai ni ng the nature of 
thestudy and asked if they would beprepared 
to fiil i n thequestionnaire. Thi rty-ei ght fi I led 
theform i n thereand then. Thoseofferingto 
return theform ata later datewereprovided 
with a pre-addressed pre-stamped envelope. 

Controls were set u p to ensure, as best as 
possi ble, thatformsweredistributed in 
accordancewith theratioof Muslimsto non- 
Muslimsin theover ten-year-old population. 
This was a relatively easy control to set up as 
al most al I M al ays are M usi i ms, about a quar- 
ter of Indians areknown to beM uslims, while 
noChinesearelisted as being M uslims i n the 
1990 cen su s[4]. T h u s, by vi su al I y i den ti fy i n g 
theracial group ofeach person prior to mak- 
ingan approach, the distribution of survey 
forms could becontrolled. 

Instrument 

Thequesti onnairehad four sectionstoit. 

Thefirst section listed six terms (namely, 
Riba, Sharia'h, Ijara, Modaraba, Musharaka 
andMurabaha, all ofwhich havebeen briefly 
described in theliteraturesurvey section of 
this paper) which areused in Islam or are 
used i n Islamic banking and finance. The 
respondents were asked to i ndi cate i f they 
knew what theterm meantand, if so, to 
briefly describethemeaning ofeach term. 

Th e second section contained a seri es of 
statements/ questi ons that were styl ed on 
thoseused by and published attheend of the 
study of Erol and El-Bdour (1989). Erol and 


El-Bdour (1989) conducted their study i n a 
country where I slami c banki ng was estab- 
lished and the population was primarily 
M usi i m. I n contrast, Islamic banking was not 
established i n Singapore and, as mentioned 
in[3], only 15.4 per centof Si ngapore's "over 
ten-year-olds" werefoundto beM uslims i n 
the 1990census. As a result of thesecontrast- 
i ng circumstances, the statements/ questi ons 
used by Erol and El-Bdour (1989) had to be 
reviewed. After this review, statements land 
6 and question 9 from their study were 
deleted, as they wereconsidered notto be 
relevantfor theintended sample. Rephrasing 
of some of th e oth er qu esti ons/ statements 
was needed to makethem moreappropriate 
for local people. Also, asali the 
statements/ questi ons were goi ng to be put to 
non-M uslims, afurther alterativeresponseto 
each statement/question was needed. As it 
was believed that a high proportion ofnon- 
M usi i ms wou I d not know the answers to cer- 
tai n statements/ q u esti ons put to them, the 
option "I do not know" hadto beincorporated 
(T h e fi n a I set of statemen ts/ q u esti on s th at 
wereputtothesamplecan befound in Table 
II). F i nal ly, atthepre-teststage, somelocal 
M uslims were upset by a statement which 
referred to "winningsfrom a lottery" (see 
question 8of Erol and El-Bdour, 1989), saying 
i t was agai nst thei r rel i gi ous pri nci ples to 
gamble. Hence, theterm "winnings from a 
lottery" was deleted and a simplified alterna- 
tiveused (seequestion B 7). Another differ- 
ence between the present study and that of 
Erol and El-Bdour (1989) was that, i n this 
study, respondents were merely asked which 
of theoffered alternatives best reflected their 
attitude.This requestwasconsidered more 
appropriate, especially for those statements 
whereby a respondent had to i ndi cate 
whether he/she"strongly disagreed", "dis- 
agreed", "agreed" or "strongly agreed" with 
statements which were put to him or her. 

Thethird section contained a listof "Stan- 
dard" bank selection criteria. Over and above 
the studi es of Erol and El-Bdour (1989) and 
Sudi n dtal. (1994), the past studi es ofAnder- 
son etal. (1976), Kaynak (1986), Larocheetal. 
(1986) and Kaynak dtal. (1991) werereviewed 
i n order to design thi s section. The fourth 
section contained Standard demographic 
questions, such as gender, ageand religion. 

The sample 

Thereweretwo sub-groups in thesample: 

M uslims and non-M uslims. As M uslims were 
thesmaller group, it was decided to seek a 
minimum number of 30responsesfrom them. 

1 1 was then necessary to seal e up the number 
of targeted non-M usi i ms so that they were i n- 
linewith theratioof non-M uslims to Muslims 
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in the"over ten year old" population as 
quoted[3]. By scalingthel5.4per centfigure, 
the number of non-M usl i ms requi red to get a 
proportionateratio was 165non-Muslims:30 
Muslims. 

Altogether, 222responses werereceived. 
After eliminatingthosewhich could not be 
used (for example, they wereincomplete), 
this resulted i n 190formsbeingavailablefor 
analysi s. The sampl e characteri sti cs were 
compared with thoseappearingin the 1990 
censusand were general ly i n line. 

With 29Muslim respondents and 161non- 
M usl i m respondents (givi ng a M usl i m to total 
respondent percentageof 15.3 per cent), this 
i s very cl ose to the nati onal percentage of 15.4 
per cent. 


I Results 

Thissection isstructured i n such a way that 
i t addresses thethree hypotheses which were 
earlier presented as "objectives". It, thus, 
presents results relatingto thecultureof 
Islamic banking, attitudestowards Islamic 
bankingand bank selection criteria. 

Analysis 

The culture of Islamic banking 
T h i s su bsecti on of the an al ysi s sets out to 
address the first hypothesi s whi ch i s as fol- 
lows: 

Muslims, in contrastto non-M uslims, will 
be moreawareof thecultureof Islamic 
banki ng and, as a consequence, more aware 
of the meaningof fundamental terms used 
in Islam and Islamic banking and finance. 

Notsurprisingly, asshown inTablel.thenon- 
M uslims had littleawareness of themeaning 
of fundamental terms in Islam - with only 0.6 
per cent of the answersaccurately describing 
theterm Riba and 2 per centaccurately 
describingSharia'h. When itcameto the 
description of Islamicfinancial terms, there 
was a total lack of awareness of themeaning 
of these. 

What issurprising, though, i s the general 
lack of awareness by M uslims of themeaning 


Table I 

Knowledge of basic terms in Islam and Islamic banking 


Term 

Muslim responses 
n = 29 
correct 

Non-M uslim responses 
n = 161 
correct 

Riba 

6 

1 

Sharia'h 

9 

3 

Ijara 

1 

0 

Modaraba 

1 

0 

Musharaka 

1 

0 

M urabaha 

0 

0 


of Riba and Sharia'h, with only 20.7 per cent 
knowing the meaningof Riba and 31 per cent 
Sharia'h. In thecontextof Islamicfinancial 
terms, noonecould expl ain the meaningof 
M urabaha, and only one respondent accu- 
rately described Ijara, Modaraba and 
Musharaka. 

This result, concerningthevery poor 
awareness of the culture of I slami c banki ng, 
may beseen asilluminatingtoany bank i n 
Si ngapore wh i ch i s contempl ati ng setti ng u p 
an Islamic bankingoperation. For, any 
Islamic bank would need to carry outinfor- 
mati veadverti si ngtoexplai n thecultureof 
Islamic banking -and/ or rely on various 
Muslimgroups to provideexplanations of 
terms used i n Islamic banking and finance. 

Overal I , M usl i ms were more aware of the 
meaningof fundamental terms in Islam, 
although both M uslims and non-M uslims 
werealmost exclusively unawareof themean- 
ing of Islamicfinancial terms. Thefirst 
hypothesi s, thus, isaccepted i n thecontextof 
fundamental terms i n Islam but rejected i n 
thecontext of Islamic bankingand finance 
ter ms. 

Attitudes towards Islamic banking 
T h i s su bsecti on of the an al ysi s sets out to 
address the second hypothesiswhich isas 
follows: 

Muslims, i n contrastto non-M uslims, 

presently havea differentattitude towards 

Islamic banking. 

Asseen in Tablell, theanswerstoquestion 
B 1 i ndi cate that 22.6 per cent of M usl i ms were 
of the opini on that solely religi ousreasons 
motivate peopleto deposit money with 
Islamic banks and 35.4 per cent of non-M us- 
lims were of the same opinion. Over two- 
thi rds of M usl i m respondents sai d that 
deposits would be madefor a combination of 
religiousand profitabi I i ty reasons, whereas 
only 37.9 per cent non-M uslimsgavethat 
reason. 

For question B2[5], itisseen that79.3per 
cent of M usl i ms "agreed" that by havi ng 
further branches, this will encouragemore 
peopleto usetheservicesof an Islamic bank. 
In contrast, only 37.2 per cent of non-M uslims 
were of this opini on. This possibly showsthat 
havingan extensivenetwork of Islamic bank 
branches i s seen by Muslims asan encour- 
agementto uselslamic bank Services - 
whereas non-M uslims seea less strong link 
between the number of branches a bank has 
and the uti I izati on of the bank's financi al 
servi ces. 

With question B3, thereweretwo noticeable 
differences in responses between theseparate 
groups, these relatingto the retention or 
withdrawal of deposits if an Islamic bank did 
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Table II 

Attitudes of M uslims and non-M uslims towards Islamic banking 


Question 

No. 

M uslims 
Percent 

Non-M uslims 
No. Percent 

BI The reasons which motivate people to deposit theirmoneyat an Islamic bank are: 
1 Religious reasons solely 8 

22.6 

57 

35.4 

2 Profitability reasons solely 

0 

0.0 

6 

3.7 

3 Religious and profitability reasons combined 

20 

70.0 

61 

37.9 

4 1 do not know 

1 

3.4 

37 

23.0 

B 2 Do you agree that ifmore branches of Islamic banking institutions open up 
throughout a country, more people will utilize the Services provided by these 
banks? 1: 

1 Strongly agree 

8 

27.6 

6 

3.7 

2 Agree 

15 

51.7 

54 

33.5 

3 Disagree 

4 

13.8 

45 

28.0 

4 Strongly disagree 

0 

0.0 

8 

5.0 

5 Do not know 

2 

6.9 

48 

29.8 

B 3 In case an Islamic bank announced that it had no profit to distribute on 
investment andsavings deposits foranyone year, ifyou were an depositor, 
would you: 

1 Keep the deposit at the same or a different Islamic bank, because placing 
the deposit with a non-lslamic bank contravenes Islamic principles? 

5 

17.2 

11 

6.8 

2 Withdraw all deposits at once and switch them to one or more banks which 
guarantee a return? 

6 

20.7 

107 

66.5 

3 Remain a depositor at the Islamic bank because it could distribute high 
profits in subsequent years? 

13 

44.9 

9 

5.6 

4 Consult relatives and neighbours, then decide what to do? 

4 

13.8 

9 

5.6 

5 1 do not know 

1 

3.4 

25 

15.5 

B4 Do you agree that the granting of interest-free loans by Islamic banks is 
considered a contribution on the part of the bank to help the community 
in a just and efficient manner? 1: 

1 Strongly agree 

12 

41.4 

10 

6.2 

2 Agree 

13 

44.9 

71 

44.1 

3 Disagree 

3 

10.3 

41 

25.5 

4 Strongly disagree 

0 

0.0 

10 

6.2 

5 Do not know 

1 

3.4 

29 

18.0 

B 5 Ifl unexpectedly acquired a substantial sum ofmoney, 1 would: 

1 Deposit the money in a commercial bank which guarantees a return in 
accordance with an interest-based system 

6 

20.7 

70 

43.5 

2 Start up a small enterprise or project which would earn profits 

6 

20.7 

20 

12.4 

3 Deposit the unexpected sum in an Islamic bank operating in accordance 
with the profit-loss-sharing system 

12 

41.4 

2 

1.2 

4 Purchasea largerhouse 

1 

3.4 

22 

13.7 

5 Exchange my car for a new and luxurious model 

0 

0.0 

0 

0.0 

6 Invest the money, but not deposit it into an account at either an Islamic or 
non-lslamic bank 

4 

13.8 

43 

26.7 

7 Combination of the above 

0 

0.0 

4 

2.5 

B6 Do you agree that the elimination ofpre-determined interest rates charged on 
loans provided for investment projects, housing construction, purchasing cars 
and financing on the basis of profit-loss-sharing between the bank and the 
borrower will be advantageous to the borrower. 1: 

1 Strongly agree 

6 

20.7 

18 

11.2 

2 Agree 

16 

55.2 

63 

29.1 

3 Disagree 

0 

0.0 

34 

21.1 

4 Strongly disagree 

0 

0.0 

6 

3.7 

5 1 do not know 

7 

20.7 

40 

24.9 
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not distributea profit i n any particular year. 
For, 62.1 per centof Muslims would leave 
their depositatthelslamic bank or transfer it 
to another Islamic bank, whileonly 12.4per 
cent of non-M usl i ms would do so. Addition- 
ally, 20.7per centof Muslims would withdraw 
thei r deposit i mmediately and so would 66.5 
per centof non-Muslims.Thenatural inter- 
pretation oftheresponsestoquestion B3is 
that if an Islamic bank performed poorly i n 
any oneyear, Muslims would befar more 
loyal tothelslamicbankingmovement. How- 
ever, thewithdrawal of deposits, principally 
by non-M uslims, could createa liquidity 
problem for an Islamic bank, a problem 
which would beaccentuated if (asshown in 
thesefigures) about 20.7 per cent of M usl i ms 
werealso towithdraw their deposits. Banks 
located in countrieswherelslamic banking is 
established, however, would not beexpected 
to experiencesuch problems. For, established 
Islamic banksareknown tomaintain high 
levelsof liquidity. So, in theunlikely event 
that customer withdrawals weresubstantial, 
i t i s unlikely thatan Islamic bank's I i qui di ty 
position would beseriously threatened. Fur- 
thermore, some Islami c ban ks havebeen able 
to get agreements with their shareholders 
whereby, if bank performanceis poor in any 
oneyear, the shareholders pass part of their 
enti tl ement to those mai ntai n i ng i nvestment 
accounts. This action enables those maintain- 
ing i nvestment accounts with Islamic banks 
to receivea return which is comparableto 
thatpaidbyaconventional bank. 

As regardsquestion B4, 86.3 per centof 
M usl i ms "agreed" that i nterest-free loans 
would helpthecommunity in ajustand effi- 
ci en t ma n n er, w h i I e 50. 3 per cen t of n on -M u s- 
I i ms were of the same opi n i on . Th i s di vergent 
opi n i on may be becau se M u sl i ms bel i eve i n 
helpingtheir community in general, whereas 
non-M usl i ms are more I i kely to wi sh to pur- 
suetheir own personal goals. 

With question B5, concerningthereceiptof 
an unexpected sum, again differingattitudes 
wereseen as between thetwo groups. 41.4per 
centof Muslims sai d they would deposit the 
money with an Islamic bank, whileonly 6.2 
per centof non-M uslims would doso. In con- 
trast, 20.7 per cent of M usl i ms and 43.5 per 
cent of non-M usl i ms sai d they wou I d pl ace 
themoney with acommercial bankwhich 
operated an interest rate-based system. 26.7 
per centof non-M uslims would investthe 
money, but not i n a bank deposit account. 
Theseresponses(just liketheonestoques- 
tion B3) show thatan Islamic bank could 
expectafar higher level of supportfromthe 
Muslim population compared with thenon- 
Muslim population. Even so, 20.7 per centof 
the M usl i m respondents i ndi cated that they 


would depositthe money with a conventional 
bank - this may beconsi dered as another 
disturbingsign for any bankwhich isconsid- 
eringthesettingupof an Islamic banking 
operation i n Singapore. 

Question B6also showed differi ng opini ons 
as between M uslims and non-M uslims. 75.9 
per cent of M usl i m respondents agreed that 
chargingfor loans on a profit-loss-sharing 
basiswould be advantageoustoa borrower 
(rather than chargingata pre-determined 
rate of i nterest), whi le only 40.3 per cent of al I 
th e non -M u sl i ms were of th e same opi n i on . 

I f a compar i son i s made of the resu I ts of the 
presentstudy with those ofErol and El-Bdour 
(1989), many differences would benoted.Take 
two examples: first, 53.7 per cent ofj ordani- 
ans were moti vated to deposit thei r money 
with an Islamic Bank for profitabi lity reasons 
(i n most cases), whi le none of Si ngapore's 
M u sl i ms i n th e sampl e gave th e same 
response. Second, if morebranchesof an 
Islamic bank wereto open, 17.1 per centof 
J ordanians agreed that more peopl e would 
usetheservicesof an Islamic, while51.7per 
cent of Si ngapore's M usl i ms gave the same 
response. Whether these differences arise 
because M usl i ms i n Si ngapore have different 
attitudestowards Islamic banks compared 
withj ordanian Muslims or whether itis 
because of the different prompts used i n the 
two separate studi es i s debatable. 

O ver a 1 1 , t h e atti tu d e of S i n ga po r e's M u s- 
limsand non-M usl i msto Islamic banking i s 
different. Hence, the second hypothesisis 
accepted. 

Bank selection criteria 
T h i s su bsecti on of the an al ysi s sets out to 
addressthethird hypothesiswhich isasfol- 
lows: 

Therewill beno si gnificant differences 

between M uslims and non-M uslims i n 

the rankingofthevariousbank selection 

criteria. 

Criteria ranking 

Tabl e 1 1 1 shows that there are some si mi lari - 
ties i n the ranking of bank selection criteria 
as between M uslims and non-M uslims. The 
most importantfactor to both groups i s that 
thebank should providea fastand efficient 
Service. The nextfour factors in relation to 
M uslims are again mirrored by non-M uslims, 
with theexception that non-M uslims place 
much moreimportanceon being given higher 
interest payments on savingsand place less 
importanceon theneed to beprovided with a 
wider rangeof Services. 

Again, thelowly rated criteria are gener- 
ally thesamefor both groups. For example, 

" i nfl u en ce of r el ati ves" , " i n fl u en ce of f r i en ds" 
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and physical conditions like"counter parti- 
tions", "parkingspace" and "external appear- 
ance" wereall given low ratings. 

In thecontextof statisti cally significant 
d i f fer en ces at p < = 0.05, fi ve si gn i fi ca n t d i f fer - 
ences were observed i n the present study. The 
g r eatest d i f fer encearosewiththecriterion: 
"high interest paymenton savings". In view 
of Riba (atermdescribed in theliterature 
review), Muslimsratedthiscriterion in a 
relatively low way compared with non-M us- 
lims. Thenext major differencewas with 
"recommendati onsof friends". While, in 
itself, this is nota critical bank selection 
criterion, theresults did Show that M uslims 
weremoreinfluenced by friends than their 
non-M uslim counter parts. 

Because, though, five significant differ- 
ences atp <0.05level wereidentified, the 
third hypothesis i s rejected. 

As between the present study and those of 
E rol et al . (1989and 1990) and Sudi n et al . 
(1994), certain general observations can be 
made- bearing in mindthatthenumber of 
selection criteriafor each study was not the 
sameand, hence, certain criteriafrom the 
other studieswerenotincluded i n the present 
study. Overall, though, whether peoplewere 
customersof conventional or Islamic banks 


or whether they wereMuslimsor non-M us- 
lims, they all general ly rated bank selection 
criteria i n thesame sequence. Very highly 
rated i n all the studi es, i ncluding the present 
one, was the need for a ban k to provi de a fast 
and efficient Service and con fi den tiality. Very 
lowly rated criteria weretheinfluenceof 
third parties (such as friends and family) and 
the physical conditions inside and outside 
banks. So, in relation tothebank selection 
process, therewas general agreement 
between the present study and theresults of 
the other studi es mentioned above. 

When revi ewi ng si gni ficant differ ences 
identified, the present study i denti fied five (i n 
relation to 22 bank selection criteria) while 
Erol and El-Bdour (1989) identified four (in 
relation to 20 bank selection criteria) and 
Sudi n dt a I. (1994) identified as many as 13 (i n 
relation to 26 bank selection criteria). There 
weretwo criteria which werefound to be 
significantly different i n the present study 
which werereported i n the other studi es. 
Both the present study and that of Erol and El 
Bdour (1989) found that it was moreimpor- 
tant for non-M usl i ms/ customers of conven- 
tional banks toearn higher interest 
payments. When lookingat the present study 
and that of Sudi n etal. (1994), both studi es 


Table III 

Bank selection criteria 


Criteria 

M uslims 
Mean Rank 

Non-M uslims 
Mean Rank 

F 

Provision of fast and efficient Service 

1.25 

1 

1.24 

1 

0.02 

Confidentiality of bank 

1.29 

2 

1.33 

3 

0.19 

Confidence in bank's management 

1.31 

3 

1.40 

4 

0.57 

A wide range of Services provided 

1.44 

4 

1.53 

6 

0.50 

Bank's reputation and image 

1.46 

5 

1.46 

5 

0.01 

Friendliness of bank personnel 

1.54 

6 

1.63 

8 

0.52 

Financial counselling provided 

1.72 

7 

1.95 

14 

1.97 

Lower interest charges on loans 

1.78 

8 

1.63 

8 

0.88 

Availability of credit on favourable terms 

1.81 

9 

1.61 

7 

1.52 

Location near my home 

1.90 

10 

1.76 

10 

0.71 

Lower Service charges on cheques 

1.83 

11 

1.83 

11 

0.00 

Higher interest payment on savings 

1.93 

12 

1.31 

2 

26.54* 

Reception received at bank 

1.96 

13 

1.89 

12 

0.21 

Overdraft privileges on current account 

2.00 

14 

1.98 

15 

0.02 

Interior comfort 

2.04 

14 

2.37 

17 

4.78** 

Mass media advertising 

2.04 

16 

2.52 

20 

8.14* 

Location near my place of work 

2.12 

17 

1.92 

13 

1.23 

External appearanceof bank 

2.22 

18 

2.47 

18 

2.04 

Recommendation of friends 

2.30 

19 

2.94 

21 

15.57* 

Available parking space nearby 

2.32 

20 

2.31 

16 

0.00 

Counter partitions in bank 

2.42 

21 

2.48 

19 

0.11 

Recommendation of relatives 
Notes: 

2.48 

22 

2.97 

22 

8.06* 

Ratings were based on a four-point scale, where 1 =very important; 2 
4 =of no importance 

Significance levels are: * =p < 0.01; ** = p < 0.05 

= important; 3 

= not important; and 
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found that Muslims looked for a significantly 
higher degreeof interior comfort. 

Factoranalysis 

ln linewith theanalytical styleused by Sud- 
hin dtal. (1994), separatefactor analyses, with 
varimax rotation, wereconducted for both 
Muslims and non-Muslimsin relation totheir 
responsesto thebank selection statements[6]. 
Factor analysisaims to reducethenumber of 
statements considered by responden ts to a 
moremanageablelevel by bringingtogether 
those statements whi ch seem to measure the 
same"thing". Th ose statements whi ch are 
broughttogether form a factor. In thepresent 
study, the obj ecti ve of doi ng th i s was to see i f 
thesamenumber of factorswould becreated 
for both the Musi i m and non-M uslim respon- 
den ts; a n d to see i f th e statemen tswithinthe 
factors for the two groups were the same. 

Theresults of thefactor analyses i n thi s 
studyarepresentedinTableslV andV forall 
thebank selection criteria which had a load- 
i n g above0.5. The analyses show that for both 


M uslims and non-M uslims, seven factor 
groups were generated, the M uslim responses 
accountingfor 64.4 per centof variation, 
whi le the non-M uslims responses accounted 
for 87.6 per cent of vari ati on . I n regard to the 
makeupofthefactor groups, several similar- 
i ti es were noted as between M usl i m and non- 
Muslimrespondents. For exampl e, the state- 
ments i n factor 2 were al most i denti cal as 
between thetwosub-groups, whilefactor 3for 
M uslims and factor 6for non-M uslims 
grouped together a somewhatsimilar set of 
bank selection statements. I n contrast, the 
oth er f actor gr ou ps wer e d i ssi m i I a r. T h u s, 
justasseen in Tablelll, therearesomesimi- 
I ari ti es and some di fferences as between the 
Muslimand non-M uslim respondents.This 
finding (viz. that there are factors for Mus- 
lims whi ch have di fferent bank sel ecti on 
statements i n them compared with non-M us- 
lims) isconsistentwith theequivalent results 
i n the study of Sudhin dtal. (1994). 

Thefactor which explains most of the 
varianceis "ambienceand adverti sing" for 


Table IV 

Factor analysis relating to the bank selection criteria of M uslims 


Factor 1 - Ambience/ advertising 
Counterpartitions in bank 

0.63 







External appearances of bank 

0.73 







Interior comfort 

0.73 







Mass media advertising 

0.73 







Factor 2 - Borrowing/ convenience 
Credit on favourable terms 


0.56 






Financial counselling 


0.62 






Location near my place of work 


0.58 






Lower interest charges on loans 


0.66 






Overdraft privileges 
Factor 3 - Status 
Bank's reputation and image 


0.79 

0.50 





Confidence in bank management 



0.84 





Confidentiality of bank 



0.77 





Widerangeof Services 



0.63 





Factor 4 - Conviviality 
Available parking nearby 




0.60 




Friendliness of bank personnel 




0.54 




Lower Service charges on cheques 




0.66 




FactorS - Third party influences 
Recommendation of friends 





0.82 



Recommendation of relatives 





0.81 



Factor 6 - Service deiivery 
Fast and efficient Service 






0.87 


Reception received at bank 
Factor 7 - Convenience/ returns 
Higher interest payment on savings 






0.67 

0.74 

Location nearmy home 







0.90 

Eigenvalue 

4.79 

2.24 

1.94 

1.47 

1.28 

1.24 

1.21 

Percentage variation 

21.8 

10.2 

8.8 

6.7 

5.8 

5.6 

5.5 

Cumulative variation 

21.8 

31.9 

40.8 

47.4 

53.3 

58.9 

64.4 
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TableV 

Factor analysis relating to the bank selection criteria of non -M uslims 


Factor 1 - Ambience/ third party influences 

Available parking nearby 

Counterpartitions in bank 

External appearance of bank 

Lower Service charge on cheques 

Recommendation of friends 

Recommendation of relatives 

Factor 2 - Borrowing/ returns 

Credit on favourable terms 

Financial counselling 

Higher interest payment on savings 

Lower interest charges on loans 

Overdraft privileges 

Factor 3 - Service/ convenience 

Fast and efficient Service 

Location near my place of work 

Wide range of Services 

Factor 4 - Internal ambience 

Friendliness of bank personnel 

Interior comfort 

Factor 5 - Attraction 

Mass media advertising 

Reception received at bank 

Factor 6 - Status 

Bank's reputation and image 

Confidence in bank management 

Confidentiality of bank 

Factor 7 - Convenience 

Location near my home 

Eigenvalue 

Percentage variation 

Cumulative variation 


0.56 

0.73 

0.80 

0.64 

0.68 

0.90 


0.83 

0.63 

0.64 

0.66 

0.64 


0.83 


0.64 


6.41 3.99 2.26 2.15 

29.1 18.1 10.3 9.8 

29.1 47.3 57.6 67.3 


0.68 

0.92 


0.53 

0.69 

0.95 


0.90 

1.79 1.63 1.04 

8.2 7.4 4.7 

75.5 82.9 87.6 


M uslims and "ambience and third party 
influences" for non-Muslims. Beyondthis, the 
other factorswhich accountedfor theremain- 
i ng vari ance were bor rowi ng/ conveni ence, 
then status, conviviality, third party influ- 
ences, servicedelivery and convenience/ 
returns for Muslims. In comparison, the 
other factorswhich accounted for theremain- 
ing variancein relation to non-M uslims were 
bor rowi n g/ returns, then servic^ convenience, 
internal ambience, attraction, status and 
convenience. 

The observed differences seen i n Tables 1 1 1 , 
IV andV imply thatdifferentcultural groups 
do notwholly view thebank selection process 
i n thesameway. 

I Concluding remarks ~ 

Conclusions 

T h i s study has establ i shed that, whi I e a smal I 
proportion of M uslims havean awarenessof 
thecultureof Islamic banking, non-Muslims 
havean almostcompletelack of awareness. 


When reviewing responses in relation to 
attitudes towards Islamic banks, therewere 
many differences in attitudes as between 
Muslims and non-Muslims. For example, 

M uslims werefar moreof theopinion that 
religi ousand profitabi I ity reasons motivate 
peopletodepositmonieswith an Islamic 
bank; many more were of theopinion thatan 
increasein thenumber of branches would 
leadtoagreater useof Islamicfinancial Ser- 
vices; morewould retain depositswithin the 
Islamic banking movement, even if the 
Islamic bank atwhich they deposited their 
money madeno profits i n any oneyear; more 
strongly agreed that the granti ng of i nterest 
free loans by Islamic banks helped thecom- 
mu n ity i n ajust and efficient manner; were 
much more I i kely to deposit an unexpected 
sum with an Islamic bank and weremuch 
moreof theopinion that borrowers benefit by 
beinggranted loans that are not charged a 
pre-determined rateof interest. 

In thecontextof bank selection criteria, 
thereweresomesimilarities i n theranking of 
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certain criteria as between M uslims and non- 
Muslims. However, somestatisti cally si gnifi- 
cantdifferenceswerenoted. For example, 

M uslims placed relatively lower importance 
on theneed to bepaid a high rateof interest 
on their savings. Also, Muslims wereinflu- 
enced by thi rd parti es i n a greater way than 
non-Muslims, such third parti es being rela- 
ti ves, fri ends and the medi a. Thefactor analy- 
ses car ri ed out on the responses of both M us- 
limsand non-Muslimstothevarious bank 
selection statements alsoshowed somesimi- 
laritiesand somedifferences. 

Implications for banks 
Therearea number of major impi i cati ons for 
local banks which arisefromtheresultsof 
th i s study. F i rst, i t i s seen that there i s a gen- 
eral lack of awarenessof thecultureof 
Islamic banking and, hence, informative 
advertisingcampaignswould need to be 
designed and delivered - and theappropriate 
cost bor ne. N o dou bt, the var i ous Muslim 
bodieswould makea positivecontributi on 
towards explaining thecultureof Islamic 
bankingto their religiousfollowers. However, 
banks cannot and should not expect these 
non -profit maki ng bodiesto bethesoleor 
major source of perti nent i n for mati on . 

Second, Islamic banks should aimto beas 
profitableas or moreprofitablethan conven- 
tional banks. For, theresultsofthepresent 
study Show that i f an Islamic bank does not 
generate suffi ci ent profits to enabl e a di str i b- 
ution totakeplacein any oneyear, 66.5 per 
cent of the non -M uslim respondents indicated 
they would withdraw their deposits, while 
20.7 per cent of M usl i m respondents i ndi cated 
they would do likewise. So, an outflow of 
funds would result if reasonabl e profits were 
notmade- unlessshareholderscould be 
persuaded to pass over part of their en titi e- 
ment to those mai ntai ni ng i nvestment 
accounts. 

I n any marketi ng campai gn to attract cus- 
tomer accounts, an Islamic bankingopera- 
tion would need toensureit had theability to 
provi de a fast and effi ci ent servi ce and pro- 
motethis point. 

General comments 

The results of the present study areal most 
certainly reflectiveof what would befound in 
any other study conducted i n a country 
which hasasmall percentageofMuslimsin 
its population and which does not have any 
established Islamic banking entiti es. It would 
be expected that the results of such research 
wouldshow thatMuslims, in comparison 
with non-M uslims, whatever their creed or 
race, would bemoreawareof theprinci plesof 
Islam; but, both M uslims and non-M uslims 


would have I i ttl e knowledgeof thecultureof 
Islamic banking. In a period leading u p toone 
or morebanks introducing Islamic banking 
i n countries which di d not have any Islamic 
banki ng enti ti es, the respecti ve bank(s) 
would market the Islami c products they 
i ntended to offer. I n addition, itwould be 
anti ci pated that var i ous Muslim bodi es 
would provi de general explanations about 
Islamic bankingto their religiousfollowers. 
The result of programmes offer ed by M usl i m 
bodi es shoul d cause M usl i ms to become very 
familiar, not only with theprinciples of Islam 
relati ng to banki ng and finance, but al so the 
general cultureof Islamicbanking. Non- 
Muslims should become moreawareof 
Islamic principles which apply in banking 
and finance and thecultureof Islamic bank- 
ing as a result of general bank marketi ng. 
Familiarity with Islamic princi ples and the 
cultureof Islamic bank would, thus, be 
ex pected toincreaseduringtheperiodwhich 
I eads up to the i ntroducti on of I slami c bank- 
ing i n any country. 

In thecontextofattitudes towards Islamic 
banking, thi s would beexpected to changeas 
peopl e become more familiar with theculture 
of Islamic banking. The attitudeshift may be 
greater with M uslims as, nodoubt, they 
would be moreexposed to the var i ous perti - 
nentprinci ples. For example, attheti methat 
variousMuslim bodi es are provi di ngexpla- 
nations about I slami c banki ng, i t is argued 
that those M uslims i n attendancewould be 
strongly encouraged to provi de a very high 
level of supportto any Islamic bankingopera- 
tion. Should those M uslims respond posi- 
ti vel y to th i s en cou r agement, th i s wou I d 
result in M uslim support beingfar greater 
than that reflected i n theresultsofthepre- 
sent study. Also, if non-M usl i ms were 
attracted to I slami c banki ng by marketi ng 
campaigns, thelevel of supportfrom non- 
Muslims sh ou I d al so become h i gher. 

Whi I e the vari ous Muslim bodieswould 
support and encouragetheuseof any Islamic 
banki ng operati on, i t i s uni i kely that Si nga- 
pore's governmentwould do likewise. Thi s 
would bein contrastto what has been seen i n 
neighbouring Malaysia, a country with an 
essentially M uslim government and Iran 
with a wholly M uslim government. Where 
Islam isentrenched i n all aspectsof lifein 
certain countries, the i ntroducti on of Islamic 
banking would befar less problematic. For 
the gover n men t i n th ose cou n tr i es, th e va r i - 
ous M uslim bodies and thebanks would be 
a bl e to sh ar e col I ecti vel y th e task of getti n g 
Islamic banking introduced and operating. 

In relati on totherankingofthevarious 
bank selection criteria, someof these would 
no doubt change as a result of people havi ng 
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may becomemorehighly rated asa resultof 
bei n g exposed to i nfor mati ve ban k adverti s- 
ing. 

Overall, after peoplehavebeen exposedto 
thecultureof Islamic banking, it would be 
expected that people's awareness of what 
Islamic banking involves would increaseand 
thei r attitudetowards this for m of banki ng 
shouldchang&Theshiftwould beexpected to 
bemuch greater with Muslims. Likewise 
with therankingof thevarious bank secti on 
criteria. Shifts would beexpected, morepar- 
ticularly with Muslims. 

Future studies 

Thisstudy did notsetouttoestablish specifi- 
cally theextentto which Muslims and non- 
M uslims would support an Islamic banking 
operation and under whatcircumstances 
they may increasetheir support. Also, the 
views of pertinent staff employed i n thelocal 
full licencebanks, whether domestic or for- 
eign, concerning Islamic banking and its 
potenti al , were not sought. These matters 
could beaddressed i n futurelocal studies. 
Equivalent studies could beconducted i n 
other countries which haveminoritiesof 
Muslimsin their population. Such studies, in 
thesection which assesses "awareness of the 
cultureof Islamicbanking", could include 
i nvestment products as well as lending-based 
Products. In thecontextof Singapore, an 
equivalent study to the present onecould be 
conducted, say, two years after I si ami c bank- 
ing has been introduced, presumingit 
becomes offered. Such a study would either 
val i date or other wi se, the comments made i n 
thefinal paragraph of secti on "general com- 
ments". 


Notes 

1 A t the ti me of the stu dy, there were 34 "com- 
mercial" banks i n Singapore, 12beinglocal 
full licencebanksand22foreign full licence 
banks, the I atter i ncl udi ng the Hong Kong and 
Shanghai Bank, Standard Chartered Bank and 
Citi bank. 

2 Thefour Islamicfinancial products which are 
briefly described in thispaper aremorefully 
described i n thepublished workof Dixon 
(1992); K han and Mirakhor (1987); Nienhaus 
(1986); Si ddi qi (1988); Sudi n (1995); Sudi n et al ., 
(1994) and Taylor and Evans (1987). These 
authors al so descri be other I si ami c financi al 
products. 


3 Thenational averageof M uslims to total popu- 
I ati on was reported as bei ng 15.4 per cent i n 
the 1990 cen su s. T he fol I ow i n g per cen tages of 
Muslimstototal population in relation tothe 
defi n ed di str i cts were establ i sh ed from pages 
50and 51 of censusstatistics: Aljunied (166per 
cent); Bedok (24.3per cent); and Bukit Batok 
(19.08 per cent). 

4 Stati sti cs from the 1990 census show that, i n 
theover ten-year-old populati on, 99.6per cent 
of resi dent M alays were M usl i ms and 27 per 
cent of resi dent I ndi ans were M usl i ms. 

5 Thequesti onsB2, B4and B6, besi des the possi- 
bleresponse"! donotknow", respondents 
were provided with four other prompts: I 
strongly agree, I agree, I strongly disagreeand 

I di sagree. To si mpl i fy the analysi s of the 
results i n relation to these threequesti ons, 
those who "strongly agreed" and "agreed" 
wereput i n an "agreeing" group whilethe 
other respondents were put i n a "di sagreei ng" 
group. 

6 Rel ati ve to the n u mber of statements, the 

n umber of M usl i m responses i s rather smal I 
andfallswell below the normal "ruleof 
thumb" which suggests that there shoul d be 
three ti mes as many observati ons as vari abl es. 
Consequently the results for the M usl i m factor 
structureshould beinterpreted with care. 
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